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The Thus the purpose of this paper is to gain some insight into the use of annual reports by investment analysts and the position of the (elements of the) annual report in the investment analysts' spectrum of information sources. In addition, the results can be used to select investment analysts suitable for participation in the next part of the research project. In view of this questionnaires were sent to the members of the Dutch Association of Investment Analysts (Vereniging van Beleggingsanalisten; VBA). A study into the use and perceived importance of annual reports by investment analysts has never taken place in the Netherlands, though this kind of study has been done abroad.
In the next section the research design is set out. In sections 3, 4 and 5 we present some research findings. Comparisons with results of similar studies are outlined in section 6. The final section contains concluding remarks.
Research Design
The investigation was held among the members of the Dutch Association of Investment Analysts by means of a written inquiry. In May 1991 the membership roll amounted to 506 members.
In June a pilot study was carried out among the first 56 members mentioned on the membership roll. The purpose of the pilot study was to test the questions and to find out if enough investment analysts were prepared to complete the questionnaire. The response rate was adequate (51.8 per cent The questionnaire consisted of three parts. Part I contained questions about the kind of organization the investment analysts work for, the kind of job they perform, the method(s) of analysis they use, the extent to which annual reports are studied and the reasons for the investment analysts' interest in annual reports. Part II asked for the views on the importance of different information sources available to investment analysts, the views on the importance of different parts of the annual report, the views on the importance of different information items supplied in the footnotes to the financial statements, the views on the importance of different information items rarely supplied in the annual report and the views on the importance of comparability of annual reports between companies. Respondents were asked to answer these questions using a five-point scale (1: very important, 2: important, 3: of some importance, 4: not very important, 5: not important at all). Part II also asked for the respondents' opinion concerning the quality of the information in the annual reports of Dutch companies with respect to accounting changes, the suitability of annual reports to supply information about future developments and the desirability of limiting the freedom of companies to choose their accounting methods. Finally, 'in part III the respondents were enabled to comment on the investigation.
Investment Analysts and Methods of Analysis
The first question in part I of the questionnaire was about the kind of organization the investment analysts work for. Table 1 shows the organizations which were distinguished in the questionnaire. From this table it can be concluded that banking-institutions are by f ar the most important employers of the respondents. The investment analysts were asked about the function they performed. Table   2 shows that the majority of the active respondents works as an investment analyst/adviser or portfolio manager. Another important category is formed by the respondents who characterized themselves as a director or as a head of department. Table 6 shows that almost every respondent engaged in company analysis uses annual reports, whereas roughly half of the repondents not engaged in company analysis do. On the basis of these results one may conclude that investment analysts do use annual reports when performing company analysis. 0.000
Having determined that the greater part of the investment analysts use annual reports, it is interesting to know more about their purposes and the intensity in which they study annual reports. Table 7 Table 8 gives some insight into how closely the respondents study annual
reports. It appears that the mean time spending of a significant number of respondents (42.8 per cent) lies between one and four hours per annual report; 30.9 per cent of the respondents spend less than one hour per annual report. The question about the mean time spending per annual report was not included in the pilot study.
The overall average time spending per annual report is 2.90 hours (standard deviation 3.76). It appears that the average time spending per annual report by investment advisers is 5.21 hours (standard deviation 4.93), whereas the average time spending per annual report by portfolio managers is 1.11 hours (standard deviation 1.36) and by directors/heads 1.53 hours (standard deviation 2.08). A Mann-Whitney test was applied, to check if the differences in time spending per annual report were significant. 5 As the following table shows, the differences between the investment advisers on the one hand and the portfolio managers and directors/heads on the other are significant. The differences between the portfolio managers and the directors/heads are not significant. Table 10 gives an overview with respect to the total number of annual reports studied every year. Most respondents (52.0 per cent) study 11 -30 annual reports annually. Furthermore, it is interesting to note that 76.0 per cent of the respondents do not confine themselves to annual reports of Dutch companies; they study annual reports of foreign companies too.
Indeed, for 34.3 per cent of the respondents the annual reports of foreign companies constitute half or more of the total number of annual reports studied. 
Information sources available to investment analysts
The investment analysts were asked to give their view on the importance of the following information sources on a five-point scale:
Most recent annual report, It appears that the importance attached by the respondents to the most recent annual report is significantly higher statistically than any of the other information sources rated. The SNK-test does not establish the difference in mean ratings between Communications with management and interim reports as significant. However, the differences between the mean ratings of these two sources and that of any of the remaining seven sources are statistically significant.
In In parentheses the rank of the different information soürces. This information source was not included in the pi lot study. Table 19 displays the results of the SNK-test on the importance of different parts of the annual report. It appears that the importance given by the respondents to the Consolidated income statement and Consolidated balance. sheet is not statistically significant. The same applies to the Consolidated balance sheet and the notes to the financial statements. But the differences between the mean ratings of the three most important parts and that of any of the remaining seven parts are statistically significant. Table 18 contains comparisons between the three main categories of investment analysts. It appears that the report of the management board is perceived to be more important by the directors/heads than by the other categories. Between the investment advisers and the portfolio managers the most significant differences in the perceived importance concern the Consolidated income statement, the notes to the financial statements and the historical summary of operations. In parentheses the rank of the different parts of the annual report. Profit appropriation is considered to be the least important of the information items mentioned. In parentheses the rank of the different information items. Table 21 gives an overview of the perceived importance of information items which are often not or only very briefly supplied in the annual reports of Dutch companies.
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Specific information items often not supplied in the annual report
The following information items were mentioned in the questionnaire: In parentheses the rank of the different information items.
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Comparisons with Similar Studies
In this section the results of my study are compared with the results of other studies.
The results with respect to the methods of analysis used by the investment analysts are consistent with the results of the studies by Arnold and Moizer (1984) and Arnold, Moizer and Noreen (1984) . They, too, found that the investment analysts do not confine themselves to the application of only one analysis method and that fundamental analysis is used most frequently and B-analysis least frequently. For reasons of comparison the information sources that are not taken into consideration in both studies are excluded. With respect to the Chang and Most study it concerns 'proxy statements' and with respect to my study it concerns 'annual reports of former years', 'industry statistics' and 'macro-economie indicators'. 'Reports of other investment analysts' in my study is considered to be comparable with 'advisory services' in the Chang and Most study.
In the Chang and Most study the SNK-test is performed on the importance placed on information sources by the investment analysts in the United
States. Contrary to my study they did not find a significant difference between the annual report and all the other sources; the differences between the three most important information sources -annual reports, offering prospectuses and Communications with management -are not statistically significant. Table 23 For reasons of comparison the parts that are not taken into consideration in both studies are excluded. With respect to the Chang and Most study it concerns 'sales and income by product line', 'management's discussion and analysis of summary of operations', 'Form 10-K report' and 'pictorial material' and with respect to my study it concerns 'report of supervisory board', 'parent company's balance sheet' and 'parent company's income statement'. 'Report of management' and 'notes to the financial statements' in my study are considered to be comparable with 'president's letter' and 'accounting policies'/'other footnotes' respectively in the Chang and Host study.
In the Chang and Most study the SNK-test performed on the importance given to different parts of the annual report by investment analysts in the United States indicates that the difference between the income statement and the balance sheet is not statistically significant. This appears to be the same with the investment analysts in the Netherlands. 3. The questionnaire was revised; a few questions, concerning the analysis methods used by the investment analysts and investment analysts' opinion about a few accounting matters, were added.
4. Because 6 of the 506 questionnaires mailed were returned as undeliverable, the adjusted population consisted of 500 members, resulting in a response rate of 43.0 per cent (215/500).
5. The Mann-Whitney test is a nonparametric statistical test. This test is used here because of the skewness of the frequency distribution.
6. The Student-Newman-Keuls multiple range test requires the use of k-1 ranges for the comparison in pairs of k group means. The means are ranked from smallest to largest. Comparisons are made in a particular sequential manner. First the largest mean in the first row is compared with the smallest mean in that row. If the difference between the two means is significant the largest mean is compared with the second smallest mean, and so on until a nonsignificant difference is found. No further comparisons are made in the first row. This procedure is then carried out to the second row, third row, and so on. The range used to test for a significant difference between means depends on the number of steps between two means being tested. The probability of obtaining one or more spuriously significant results (type I errors) does not exceed a.
